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This 1976 Annual Report is a summary of the operations of the Company in its service to the people of Prince Edward Island. It is prepared for those who have 
invested in our Company, for those who are interested in the Company's performance and for our employees. 


ANNUAL MEETING 

The annual general meeting of the 

shareholders of The Island Telephone THE COVER 

Company Limited will be held at These scenes of Island Tel men and women, pictured at work 
the Head Office of the Company the length and breadth of the Province, are taken from printers 
71 Belvedere Avenue, Charlottetown, P.E.I., plates prepared for the 1977-78 telephone directory cover to be 
Tuesday, May 31, 1977 at 11:30 o'clock in the forenoon. published in July. 


From the President 


Company’s senior management are (left to right) Walter Auld, 
Executive Vice-President; Donald Livingstone, General Manager; 
Ivan Duvar, President; and Edward Hicks, Vice-President — 
Finance. 


Late in the last century it was 
a redoubtable Maritimer who — 
far from his home town — showed 
such dedication to provision of 
vital telecommunications service 
that the entire North American 
telephone industry singled him out 
as the epitome of the fledgling 
business’ ‘‘Spirit of Service’. 


In the decades since then the men and women of 
your Company, no less than those of the entire 
industry, have consistently reinforced this tradition. 
Countless times against what seemed insurmountable 
odds telephone people have shown themselves to be 
a special brand — with spirit, drive and pride in 
service that set them apart. 


In 1976, the service of Island Tel’s 146 men and 
142 women to their fellow citizens of Prince Edward 
Island lived up to this tradition. Thus the corporate 
statistics of growth and development, the results 
measured in dollars and cents, and the activities 
detailed in words and paragraphs in this Report sum 
up the collective efforts of Island Tel people. 


Their achievements for 1976 are impressive. 


The number of telephones in service passed the 
50,000 mark with the 3,169 new telephones added in 
1976 bringing the year end total to 52,325. Also, long 
distance calling increased by 9.6% over 1975 to more 
than 4 million messages. 


The service improvement program continued 


with the conversion of four exchanges to automatic 
dial service and Direct Distance Dialing service, and 
with further progress in the reduction of the number of 
customers on multi-party lines. Also the expansion of 
special telecommunication services continued in 
mobile telephone service, pocket-paging, computer 
data service, touch-tone telephones, and two new 
microwave channels to provide cable T.V. service. 


The growth in telephone service, along with the 
service improvement program (and the replacement 
of equipment), required an investment of $6.8 million 
in additional telephone facilities. More than half of 
this amount had to be raised from external sources 
through an issue of first mortgage bonds early in the 
year and in the fall through the sale of 165,000 
common shares, the first public common share issue 
since 1966. 


The demand for telecommunication services in 
PEI remained strong during 1976 and, despite rising 
costs due to inflation, earnings per average common 
share increased in 1976 to $1.61 over $1.40 in 1975. 
The rate of return on average invested capital was 
10.0%, up from 9.5% a year earlier, and the return on 
average common equity was 13.5%, up from 12.4%. 


To enable your company in 1977 to carry 
through the final year of its all-dial, all- DDD service 
improvement program, and to meet the anticipated 
growth in additional telephones and increased local 
and long distance calling, will require an estimated 
$9 million construction expenditure program and the 
continued efforts of all the employees of the 
Company. 


Satisfactory earnings are necessary if the 
Company is to continue to provide an effective and 
efficient telephone service. As a result the Company 
applied to the PEI Public Utilities Commission for new 
rates which became effective March 1, 1977, which 
will produce an additional 10.1% in revenue for 
tos 


Sth 


1.E.H. Duvar 


Chairman of the Board 
& President 


March 23, 1977 


By far the major share of the business we do is in 
response to our customers’ needs for more 
telephones, for greater calling capacity and for 
improved services in rural and semi-rural areas. 1976 
saw the following changes: 


Growth in service 


O) the gain in telephones in service was 3,169 
(continuing the strong growth of recent years). 
This was a 6.5 percent increase to a new total of 
52,325, compared to 27,900 ten years ago. 


Kay Frizzell, Operator Services Manager, (second from left) 

discusses toll statistics with Assistant Managers Helen McCoub- ; 

rey and Grace Kelly and Elaine Ballem, Manager Operator Service. 1 the number of telephones per 100 persons in the 
Province at year end was 45, compared to 26a 


decade ago. 


1 the percentage of households and apartments 
with phone service rose to 96.5 compared to 72 


in 1966. 


CX more than 61 percent of residence customers 
now have single line service, a significant 
development from a decade ago when the 
percentage was 47. 


0 with the conversion of four more exchanges to 
dial, the percentage of total telephones in service 
with automatic dial capacity rose to 95, up from 
67 in 1966. 


Growth in calling 


XO with provision of Direct Distance Dialing for 
New London, Crapaud, and the combined 
Morell-St. Peters exchanges, DDD capability 
rose to 95 per cent. A decade ago there was no 
DDD service tn PEL. 


XO the total volume of calling is now well over 100 
million annually. In 1976, the increase in long 
distance calling alone was significant with just 
over 4.1 million calls, an increase of 9.6 percent 
over 1975. 


0 the growth in long distance calling was 
achieved despite additional Extended Area 
Service (EAS or ‘‘free calling’) plans. As noted 
earlier, EAS was provided for customer-calling 
between New London and Kensington, bringing 
to 89.6 the percentage of all Company 
customers with ‘‘free calling’”’ to neighboring 
exchanges. 


Service improvement programs 


Progress was on target in the four service 
improvement projects scheduled for 1976, the fifth 
year of the accelerated expansion and service 
improvement program: 


C1 in New London, Morell, St. Peters and Crapaud, 
1,851 magneto telephones were replaced with 
dial telephones 


1 by the end of the year the average number of 
customers sharing multi-party lines had been 
reduced to 4.8 compared to an average of 7.7 
five years ago 


LJ Extended Area Service was provided between 
Kensington and New London eliminating long 
distance charges among the 1997 customers in 
the two exchanges 


OH all existing dial exchanges have Direct Distance 
Dial service, and as new dial phones were 
installed in exchanges being converted to dial 
service, all were provided with DDD network 
access 


QO) during 1976 the Company buried nearly 270 
miles of cable and wire using special plowing 
machinery. Where it could be effectively used 
the “buried plant’’ program provided for cable 
installation at minimum cost. As well it secured 
service against disruptions by the elements 
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____ Telephones in Service 
(end of year) 
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New services 
Residence 


20 


For many customers, a number of services were 
either introduced or expanded, all designed to meet 
widening needs of our customers and to earn 
additional revenues: 


= 
je) 


1 
jo) 


Thousands 


1) premium-priced Touch Tone telephones 


Stewart Smith, Special Services Foreman, William Bell, 
Installation and Repair Foreman, Summerside, and Stanley 
Godfrey, Supervisor Installation and Repair discuss new mobile 
telephone terminal at Murray River. 


providing convenient push-button calling were 
well received in the Charlottetown exchange. In 
the first three months of its introduction nearly 
300 homes and businesses subscribed to this 
service 


01 convenient pocket-sized radio paging devices 
were promoted and supplied to a growing body 
of customers seeking to maintain contact while 
away from their offices and workplaces 


1) mobile phone service for trucks and automobiles 
was expanded to the Summerside area, and 
additional capacity installed for the 
Charlottetown area 


Marketing results are the focus of attention of David McLane, 


ae : Commercial Manager, Earl MacDonald, Development Forecaster, 
LC between Tea Hill in P.E.l. and Nutby Mountain and Blair Mayne, Communieaiiene snemtee 


in Nova Scotia a new microwave transmission 
system was completed in November to provide 
additional cable-television for Charlottetown 
viewers 


C) promotion of Contempra phones, color 
telephones and similar premium-priced 
equipment — including extension sets — 
successfully raised the number of color sets in 
service to nearly 13,000, the number of 
Contempra sets to close to 2,400, and the 
number of business and residential extension 
sets to more than 9,600. 


Construction Expenditures 


Service Improvements 
and Replacement — 


fi 
—_ 


oO 


$ Millions 


Telephone service for-a new subdivision is discussed by Joseph 
Martell, Engineering Associate; Austin Trainor, Engineering 
Supervisor Outside Plant; Eric Saunders, Construction Foreman; 
John MacEachern, Control Centre Foreman; Raymond Living- 
stone, Supervisor Construction — Buildings Vehicles and 
Supplies; and Earl Smith, Senior Engineering Associate. 


EXPANSION OF FACILITIES 


Service growth and the expansion and service 
improvement program required an overall capital 
expenditure of $6.8 million during 1976. 


Just to meet the demand for nearly 3,200 
additional telephones in 1976 required installation 
forces to work some 23,000 ‘in’ and ‘‘out’’ orders — 
installation of more than 13,000 and removal of more 
than 9,700 phones. 


As well, these additional telephones — 
combined with growth in usage of the existing 
network both for local as well as long distance calling 
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— generated, in turn, the need for widespread 
expansion of overall facilities. 


This expansion and the growth in telephones 
required significant level of capital investment. In 
1976, this “growth” portion of the total $6.8 million 
capital expenditures program was $4 million. 


The service improvement portion of the 1976 
$6.8 million capital program totalled $1.8 million, 
and included expenditures to convert phones to dial, 
to establish EAS calling areas, to equip exchanges 
with DDD capacity and to reduce rural party line 


sharing. 


Finally, atotal of $1 million was required to 
remove and renew facilities to meet continued heavy 
usage. 


Major projects included new dial switching 
centres and related plant facilities, and even new 
telephone sets themselves, in New London, Crapaud 
and the combined Morell-St. Peters exchange, which 
cost $1,761,000. 


In 1976, as well, construction was commenced 
on six more dial switching centres slated for service in 
1977. The expenditure in 1976 for building 
construction alone in South Lake, Mt. Stewart, Eldon, 
Cardigan, Georgetown and Tyne Valley totalled 
$257,000. 


Over the years, a total of 2,200 miles of buried 
cable and wire, and 700 miles of aerial cable, have 
been placed in service. In 1976 nearly 270 miles of 
cable were buried in almost half the exchanges to 
meet telephone growth and reduce multi-party lines 
at a cost of $2.3 million. 


At Crossroads, the building to house a new and 


modern electronic switching centre was completed 
for $117,000. This $1,440,000 project will be placed 
in service in July, 1977. 


To provide additional trunk facilities for EAS 
between New London and Kensington required an 
expenditure of $89,000, and DDD service was 
installed for $46,000 for customers in the four 
exchanges converted to dial operation. 


A second microwave route for telephone 
message service between P.E.I. and the mainland was 
commenced between Murray River and Fraser’s 
Mountain in Nova Scotia. This $102,000 project will 
provide additional long distance circuits and has an 
ultimate capacity of 120 voice channel circuits. As 
well, it ensures continuity of off Island 
telecommunications service. 


Arthur Holland, Supervisor Trunks and Switching, (second from 
left) verifies trunk rearrangements with Trunks and Switching 
foremen Roger Meek and Robert White of Charlottetown and John 
Woodworth, Summerside. 


EMPLOYEES, ORGANIZATION 
CHANGES 


Employees 


At the end of 1976, there were 142 women and 
146 men, a total of 288 employees, compared to 279 
a year earlier. 


Their salaries and wages for the year were 
$3,373, 899, an increase of 16 per cent over the 
previous year. As well, $498,413, or 14.8 percent of 
the payroll, was paid out as follows: 


O $352,275 in payments by the Company to the 
non-contributory pension plan 


OX $58,685 in payments for sickness, accident, 
group insurance and supplementary hospital 
insurance 


O $37,253 in payments to the Canada Pension 
Plan 


O1 $50,200 in payments to Unemployment 
Insurance 


Employees may participate in a savings program 
provided through Employees Stock Savings. In 1976, 
35 percent of the Company employees saved for the 
future in this way. 


Finally, the variety of on-the-job training courses 
off-site development and training courses and related 
educational benefits was continued in 1976. Overall, 
47 employees participated in these courses and 
programs. 


Organization 


In 1976 the Board of Directors accepted the 
resignation of A. Gordon Archibald as Chairman of 
the Board. In so doing, the Board recorded its deep 
appreciation and respect for the many years of 
dedicated service to the Company by Mr. Archibald, 
who served as President from 1963 to 1975, and 
continues to serve as a Director. 


Salaries and Wages 


$ Millions 


A look ahead 


The year 1977 will see completion of the all-dial, 
all-DDD goals of the Company’s ongoing service 
improvement program. Progress will continue in the 
establishment of additional EAS plans, enlarged base 
rate (ie., no mileage charge) areas, and reduction in 
the number of customers sharing party lines to an 
average of 4.3, or fewer. 


As well, an estimated 3,000 additional 
telephones will be added to the network, long 
distance volumes will increase to more than 4.3 
million messages, and facilities for both local and 
long distance calling will be greatly expanded. 


These challenges to the men and women of 
Island Tel will be met with the same “Spirit of 
Service” that has marked their achievements to date. 


Your Directors realize the very foundation of the 
telecommunications industry is rooted in this valued 
tradition. Your Company came into existence through 
public permission, and continues to serve with public 
consent. And this in turn must be earned anew with 
each year of service to the people of our Province. 


For the Board of Directors 


shi 


Chairman of the Board 
& President 


Charlottetown, PEI 


April 26, 1977 


FINANCIAL REVIEW 


The Company’s total operating revenues for 
1976 were $11,416,700, up 16.8 percent from 
$9,775,700 in 1975, due primarily to the 6.4 percent 
growth in telephones in service and the 9.6 percent 
increase in long distance messages. Total operating 
expenses, at $7,361,400, represented a 13.2 percent 
increase over the $6,496,900 in 1975. As a result, the 
Company’s earnings for the year showed a strong 
improvement over 1975. 


Earnings per average common share were $1.61, 
compared to $1.40 a year earlier, despite the 
significant increase in outstanding common shares as 
a result of the common stock issue in October. The 
rate of return on average invested capital rose to 10.0 
percent from 9.5 percent in 1975, and the return on 
average common equity was 13.5 percent, up from 
12.4 percent the year before. 


A continuing improvement in earnings is 
required to support the increased level of spending 
necessary to meet growth and service improvement 
requirements. The Company does not generate 
sufficient funds from internal sources to finance its 
capital expenditure programs. Asa result, the 
Company issued and sold $2,500,000 of 11 percent 
Series K First Mortgage Bonds in March; and 
$1,815,000 of common stock in October consisting 
of 165,000 shares at $11 per share, the first public 
common share issue since 1966. 


The Company expended $6.8 million for 
construction in 1976 and will spend an estimated $9 
million in 1977 to meet continuing customer needs 
for telecommunications services as well as to 
complete its service improvement program. Although 
earnings were improved during 1976, there was a 
downward trend in earnings during the latter part of 
the year. As a result, the Company filed an application 
with the Prince Edward Island Public Utilities 
Commission in December for approval to increase the 
rates it charges for a wide variety of services. 
Following hearings in January, new rates were 
approved, to be effective March 1, 1977. Thus, 
operating revenues for 1977 from the revised rates 
will increase by $1,290,000, or 10.1 percent, and the 
Company anticipates that the ensuing earnings will 
support the record high level of capital spending 
planned for 1977. 


David Inkpen, Comptroller, James Cameron, Assistant Secretary, 
and Donald Quinn, Secretary Treasurer, 
before a meeting of the Board of Directors. 


in brief 


1976 USES 
Earnings per common share $ §©61.61 $ §©6. 1.40 
Dividends per common share $ 920s 74 
Return on average common equity 13.5% 12.4% 
Return on average invested capital 10.0% 9.5% 
Equity per common share, 

December 31 $ 11.89 ¢ 11.66 
Construction program expenditures 

(thousands) $ 6,754 $ 7,298 
Telephone plant per telephone, 

December 31 $ 857s $ 807 
Telephones in service, December 31 52,325 49,156 
Long-term debt % total invested 

capital, December 31 56.7% 60.3% 
Employees, December 31 288 279 
Salaries and Wages (thousands) $ 3,374 $ 62,910 

Favieus nancial data Average common shares 606,603 562,878 


AUDITORS’ REPORT 


To the Shareholders of The Island Telephone Company Limited: 


We have examined the financial position statement of The Island Telephone Company 
Limited as at December 31, 1976 and the statements of income, retained earnings, and 
sources of funds used for construction for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of the 
company as at December 31, 1976 and the results of its operations and the sources of its funds 
used for construction for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Clarkson, Gordon & Co. 
Chartered Accountants 
Halifax, Canada 
January 31, 1977 


INCOME STATEMENT 
For the Year Ended December 31 


OPERATING REVENUES 
Local service 
Long distance service 
Other 
Uncollectible 


OPERATING EXPENSES 
Maintenance 
Depreciation (Note 1(a)) 
Traffic 
Commercial & marketing 
Administrative 
Pensions and other employee benefits 
Other 
Taxes other than income taxes 


OTHER INCOME (Note 2) 


INTEREST 
Bond interest 
Other (Note 3) 


INCOME TAXES 


NET INCOME 
Preference Dividends 


NET INCOME APPLICABLE TO 
COMMON SHARES 


Earnings per common share 


RETAINED EARNINGS STATEMENT 


For the Year Ended December 31 


RETAINED EARNINGS, 
beginning of year 


ADDITIONS: 
Net income 


DEDUCTIONS: 
Preference dividends 
Common dividends 
Commission and expenses of 
issuing Capital stock 
Other 


RETAINED EARNINGS, end of year 


D. S. Inkpen, 
Comptroller 


1976 1975 

$ $ 
5,210,400 4,858,100 
5,974,800 4,727,900 
296,100 235,400 
64,600 45,700 
11,416,700 9,775,700 
2,157,700 1,696,700 
2,200,200 2,075,400 
1,185,800 1,234,400 
523,900 426,700 
464,700 355,400 
322,800 311,400 
303,100 222,700 
203,200 174,200 
7,361,400 6,496,900 
4,055,300 3,278,800 
86,500 235,000 
4,141,800 3,513,800 
1,371,300 1,149,000 
311,000 314,300 
1,682,300 1,463,300 
2,459,500 2,050,500 
1,110,100 887,700 
1,349,400 1,162,800 
372,000 372,000 
977,400 790,800 
1.61 1.40 

1976 1975 

$ $ 
2,804,800 2,429,800 
1,349,400 1,162,800 
372,000 372,000 
579,800 415,200 
73,600 as 
= 600 
1,025,400 787,800 
3,128,800 2,804,800 


FINANCIAL POSITION 
As at December 31 


ASSETS 


TELEPHONE PLANT (Note 1(a)) 
Depreciable telephone plant 
in service 
Other telephone plant (Note 4) 


Less accumulated depreciation 


Materials inventory 


INVESTMENTS (Note 5) 


CURRENT ASSETS 
Cash 
Accounts receivable 
Prepayments 


DEFERRED CHARGES 
Unamortized long-term debt 
expenses 
Other deferred charges 


STATEMENT 
1976 1975 
$ $ 
42,180,400 38,409,100 
2,219,100 890,700 
44,399,500 39,299,800 
8,438,300 7,556,400 
35,961,200 31,743,400 
426,500 376,300 
36,387,700 32,119,700 
111,300 72,600 
26,200 311,000 
1,478,800 = 1,579,300 
95,700 83,100 
1,600,700 1,973,400 
196,200 173,500 
75,400 110,600 
271,600 284,100 


38,371,300 


On behalf of the Boarc 


34,449,800 


I, Ee Duvar 


Director 


STATEMENT OF SOURCES OF FUNDS 
USED FOR CONSTRUCTION 
For the Year Ended December 31 


1976 1975 
$ $ 
SOURCE OF FUNDS: 
LIABILITIES AND SHAREHOLDERS’ EQUITY Internal — 
Operating revenues and 
other income 11,503,200 10,010,700 
Less charges requiring working 
capital (Note 10) 7,237,200 6,472,700 
Total internal — from Operations 4,266,000 3,538,000 
1976 1975 Ae See = 
$ $ External — 
Common stock 1,815,000 — 
First mortgage bonds 2,500,000 3,500,000 
: Bank and other notes 2,475,000 4,540,000 
SHAREHOLDERS’ EQUITY Employees’ stock savings plan 
Common stock (Note 6) 3,733,200 2,857,600 (Note 9) 68,500 50,900 
Premium on common stock (Note 7) 2,012,300 1,004,200 Decrease inwortane canital 893.600 fae 
Retained earnings 3,128,800 2,804,800 is 
Total common equity 8,874,300 6,666,600 BE Ons ine MN os le UE OY 
Preference stock (Note 6) 5,050,000 5,050,000 Total source of funds 12,018,100 11,628,900 
13,924,300 11,716,600 
Funds used for other than construction — 
Repayment of bank and other notes 4,540,000 2,973,000 
Dividends 951,800 787,200 
7 dara srl eke 8) Other 50,600 62,800 
ee Le Se ne a ee Increase in materials inventory 50,200 8,600 
Se a Other notes see ! ! Increase in working capital — 1,696,300 
18,225,000 17,790,000 Total funds used for 
other than construction 5,592,600 5,527,900 
Total funds provided for construction 6,425,500 6,101,000 
CURRENT LIABILITIES 
Due to Maritime Telegraph & 
Telephone Company, Limited 335,700 37,700 FUNDS USED FOR CONSTRUCTION: 
Accounts payable 992,400 723,600 New telephone plant added 6,615,000 7,171,100 
Income taxes pes 32,000 193,400 Cost of removing old plant 139,100 127,300 
Interest accrue 314,500 245,800 ‘ : SS SS 
Other current liabilities 316,600 269,800 Construction program expenditures OPE AOU eZ AO, 
1,991,200 1,470,300 Less charges not requiring 
——— working capital 
— Allowance for funds used 
during construction 83,600 229,800 
DEFERRED CREDITS = gs ipo means 
Income taxes (Note 1(b)) 4,211,000 3,458,400 — Other fe fh 
Other deferred credits (Note 9) 19,800 14,500 328,600 1,197,400 
4,230,800 3,472,900 Total funds used for construction 6,425,500 6,101,000 
38,371,300 34,449,800 


R. MacFarlane 
‘ector 


e€ accompanying notes form an integral part of these financial statements 


NOTES TO 
FINANCIAL 
STATEMENTS 


(1) 


(2) 


(3) 


(4) 


(5) 


Summary of significant accounting policies — 
(a) Accounting for telephone plant: 
Telephone Plant is carried at cost. 


Depreciation is charged on a straight-line basis using com- 
ponent rates for classes of plant, determined by a continuing 
program of engineering studies, as approved by the Public 
Utilities Commission of the Province of Prince Edward Is- 
land. These rates provide for depreciating the assets over 
their estimated useful service lives and resulted in a compo- 
site rate for 1976 of 5.6% (1975, 6.1%). 


Materials inventory consists of items which will be used in 
the construction program. 


(b) Income taxes: 


Deferred tax accounting has been followed with respect to all 
timing differences. 


Other income — includes an allowance for funds used during 
construction of $83,600 (1975 — $229,800) less other income 
charges. 


Other interest — includes interest on bank and other notes of 
$285,700 (1975 — $299,600) and amortization of long-term debt 
expenses amounting to $16,900 (1975 — $10,700). 


Other telephone plant — land and telephone plant under construc- 
tion. 


Investments — includes investment, at cost, in miscellaneous phys- 
ical property ($51,300) and shares of Telesat Canada ($60,000). 


(6) Capital stock — 


1976 1975 
Authorized $10,000,000 $10,000,000 
Shares Shares 
Issued: 
Common — par value $5.00 
Beginning of year 571,518 562,092 
Issued during year 175,113 9,426 
End of year 746,631 BA Sie 
Preference — cumulative redeemable 
41/2% — par value $10.00 40,000 40,000 
43/4% — par value $10.00 40,000 40,000 
51/2% — par value $20.00 37,500 37,500 
74/4% — par value $20.00 75,000 75,000 
91/4% — par value $20.00 100,000 100,000 


292,500 292,500 


Value, at par, of issued common 
and preference shares $ 8,783,200 $ 7,907,600 


41/2% , 43/4% and 51/2% Preference Shares 


These shares are non-voting unless eight quarterly dividends are in arrears. 
The Company may redeem the shares at any time, upon giving thirty days 
notice to the holders, at par plus a stated premium in each case and any 
accrued but unpaid dividends. 


7*/4% Preference Shares 


These shares are non-voting unless eight quarterly dividends are in arrears. 
On or before June 15, 1978, these shares are redeemable at the option of the 
Company, upon giving thirty days notice to the holders, at par, together 
with accrued and unpaid dividends to the date of redemption, plus a 
premium of $1.20. The premium thereafter decreases $.20 every three 
years until June 15, 1990, after which date the remaining shares are re- 
deemable at a price of $20.20. 


91/4% Preference Shares 


These shares are non-voting unless eight quarterly dividends are in arrears. 
The shares are not redeemable prior to June 15, 1979. On or after June 15, 
1979 these shares are redeemable, at the option of the Company, upon 
giving thirty days notice to the holders, at par together with accrued and 
unpaid dividends plus a premium of $1.45. The premium thereafter de- 
creases $.20 every three years until June 15, 1997, after which date the 
remaining share are redeemable at a price of $20.20. 


(7) Premium on common stock — 


1976 1975 
Beginning of year $1,004,200 $1,000,700 
On shares issued during year 1,008,100 3,500 


End of year $2,012,300 $1,004,200 


(8) 


(9) 


Long-term debt — 
(a) First mortgage bonds - 


Series Rate Maturing Principal 
D 51/2% May 1, 1978 $ 500,000 

E 51/2% October 2, 1981 500,000 

F 51/2% June 15, 1983 750,000 
G 73/8% February 1, 1988 1,000,000 
H 8 % December 15, 1991 3,000,000 

| 91/4% December 15, 1993 4,000,000 

|e a 9% January 15, 1995 3,500,000 

K 1% March 31, 1996 2,500,000 
$15,750,000 


*The holders of Series ) Bonds have the right to require the Company 
to repay the principal amount at par on January 15, 1985. 


(b) Bank and other notes — 


Bank demand loans at prime rate $2,475,000 


In order to permit the Company to time its new issues of debt 
or capital most advantageously the Company maintains a 
substantial bank line of credit and from time to time sells 
short-term promissory notes. Such short-term credit is re- 
placed in the normal course by longer term financing and 
currently maturing debt issues are likewise normally refi- 
nanced. For this reason the Company does not classify these 
items as current liabilities. 


Likewise, the Company does not classify as current assets 
excess funds received through financing and temporarily 
invested in short-term investments. 


Other deferred credits — includes employees’ stock savings plan as 
follows: 


1976 1975 
Beginning of year $ 500 $ §©200 
Add contributions, including interest 68,500 50,900 
69,000 51,100 
Less common stock issued to 
employees under the plan 68,700 50,600 
End of year $ 300 $= ©6500 


Generally, shares are issued in December of each year after the 
completion of twelve months of contributions. The purchase price is 
equivalent to 80% of the average market price of the stock. 


(10) 


(11) 


(12) 


(13) 


Charges requiring working capital — 


1976 197 
Operating expenses, 
interest and taxes $10,153,800 $8,847,900 
Less charges not requiring working 
capital 
— Depreciation 2,200,200 2,075,400 
— Deferred income taxes 752,600 487,000 
— Other 47,400 42,600 
3,000,200 2,605,000 
7,153,600 6,242,900 
Add credits not producing working 
capital — 
Allowance for funds used 
during construction 83,600 229,800 


$ 7,237,200 $6,472,700 


Pension Fund — 

Pension Fund Obligations are accounted for and paid over the 
estimated future working lifetime of employees of the Company. The 
contribution to the pension fund for the year ended December 31, 
1976 amounted to $352,300 (1975, $291,900). The actuarial re- 
views as of December 31, 1975 based on earnings and service to 
that date, show that all vested benefits are fully funded. 


Anti-Inflation Act — 

The Company is subject to the Anti-Inflation Act which provides 
authority for the imposition of Anti-Inflation restraints from October 
14, 1975, and is expected to be in force until December 31, 1978. 
The Act and the guidelines thereunder control profit margins, prices, 
dividends and compensation. The Anti-Inflation Act contains spe- 
cial provisions relating to the application of the guidelines to com- 
panies whose prices or profit margins are subject to approval by 
regulatory bodies. The Company is subject to regulation by the 
Public Utilities Commission of the Province of Prince Edward Island. 


Section 4.1 (1) of the Anti-Inflation Act provides that any body that 
establishes or approves the prices or profit margins of any supplier to 
whom the guidelines apply shall, in exercising its powers, apply 
such guidelines as are applicable in the circumstances, modified to 
such extent, if any, as in the opinion of the body, is necessary to take 
into account the particular facts of the situation. 


Management is satisfied that the Company is complying with the 
legislation and regulations thereunder. 


Comparative figures — 
Certain of the 1975 figures have been restated so as to conform the 
presentation with that followed in 1976. 


yh, Sh. thy Ej AOE), Wh WE SD, ETO! WE, ay i, ele lei, We OE, OS, DR IEIO! QL SL VG el CL, VEAP OL COS ORZIG! 


0 00° 6) 
9 0S: 
L 
8 GZ 
00'L 
SE 
OSL 
GZ 1g 006$ 
jeyide>D pajsaauy asesary ¥ Ayinby d1LYS UOWWOD aseiadAy Jad (1ead Jo pus) 
UOWIWOD ISPIBAY UO UIN}IY JO Sayey SpuapiAiq pure ssulusez auoydaja| 4ad juejq auoydajay 
S G 9 9 Z 8 6 6 OL LL (Spuesnoyy ul) saBessawu |/0} Ajlep sBe1say 
mom omens. S66" ~$ 960 $ © bee bk -$ SOT ae oa G Ve Sm er Ce C016 Coes me PLES ES (spuesnoy} Ul) SaBeM Pue Saleles 
cco oe SIZ S SEO CS Iso 1) $ ~ Gere $ Cole § SPOS Se -ttrs $= =86cZ2 S$ ¥Sz'9 §$ (spuesnoy} ul) 
sainyipuedxe weisojd uolon4jsuoD 
%0'L %0°L 69 L %L‘9 %0'TL BET HET %T L Mv TL MG'EL INDI UOWLWOD IdeIBAP UO UINJOY 
%S°S WBS %1'9 VAS) HBL %0°8 BLL %L°9 61'S %9°8 aseq aje) UO UINJOY 
%0°9 HEI LO %L°9 LR %3°8 %8°S %8 L %S'6 %0°0L JEVIdeD paySaAU! IdeIBAP UO UIN}JOY 
6S'€ Cie ere ev ve VLC ve Uz CC ae SOXe] Ja}je—posulea sosajU! PUOG SOU! | 
00'9 v0'S S'S 99° c6'P Slt eS Ore igs OE SOXe} BJOJog—pausea }sosa}U! PUOG SOW! | 
Os $ 0S" cas GOS: 6 $ 09° $ 79 $ SO $ rl $ @6 $ aleys UOWWOD Jad spuapIAlg 
080'02S 90Z'S7S ZEPOES 917'SES 780 0rS 969° PPS 187 6S GLEPSS 828796 £09°909 SIBYS UOWILWOD SBeIIAY 
€9° ae) SOL $= £9: Pe Sal ae nS SOLES VoL $ EAze pew OY ia as SALES ag aseys UOWLUOD Jad ssulusey 
4eah 10} — $91}S1}P}S 
6r8'L Bes’ L ZLB‘ L 88Z'L L6Z'L 0917 COL G19’ 9797 878‘ Sd9p|OYssEYS 
%0'L9 VTL VAG 7 66 EL LOL LBL SER Hy LB %T 16 %9' V6 souoyda|a} |e! 
C9b'67 €89'0€ Piece 666'€€ GLZ'GE Lv8'Se vLle'tr 998'Sb 9S l'6b GZE'TS adIAlas ul seuoyda|a | 
907 Z6L 861 L7Z G7 6S7 8S7 L672 627 8872 seakojdw4 
BEBE VARA I bY HELY WG ES %8' bb %9'TS %0°€S %E09 %L°9S jeyideS pajsaaul |e}0} % JQap wa} Bu07 
HVS %6'S %6'S VA, By Z %8°9 L'g %1'8 %6'8 %T'6 JSOD JGap peppequy 
COG e606 S$ 776 $= SEG $ G66 ¢ CF0L FS OLN SS OLLI Ss NORD HS Fi Tes EE BS aleys UOWWOD Jad Ayinby 
Scrum mrOlS. = S49 ecS “= $ = pes. = $. ecs ¢ 65 $¢ 999 ¢ G92 Sy 1208 © 6 VZs8o 25 auoydaja) Jad yuejd auoydajay 
LE 49QW9I39q ie SIHSHRS 
90+ cly OSb CLY 002 €08 L76 6€Z €9L'L 6ve'l eK 10} WOIU! JON 
68€ Olt LSb 60+ vS9 7L9 678 789 888 OLL‘L Saxe} BWOIU| 
cZl 6S7 ELE LO Zev C6Y S19 £76 €9b'1 789'L }saJ9}U| 
Z LL OL 6 cl v7 OZ £8 SET 98 aWOIU! 194yIO 
700'Z v07'C S8e'C 0692 ELO’E v6r'€ eSv'b Sge'S L6v'9 79EZ sasuadxe BuneledO 
PICO S$ vice $ 68S $° <CO6E $ PEZr ¢$ OryS «$ SYS'S GB eP97 $° 9276 “4 “ZIPIL S$ sanuaral BuleiedQ 
(spuesnoy) Ul) awWOdU] 
7ZO'L ¢60'L rel vSe'L 9ZS'1 E181 90¢'7 £L6'C ELy'€ LEz’b SHpa9 peiejoq 
OEE Ler 06€ [aaa Lv9 9¢Z €00'L 6€S'Z OL’ L 166'L SOM|IGel| JUa4IND 
L€6'€ 0729’ OL7’'S 906'S 000’8 GZLZ O€c OL CEL Cl 06Z'Z1 G7z' BL igap wa} Bu07 
9979 LVE'9 L8r'9 LZS‘9 769 8ZL'8 6776 L6Z‘LL ZL Ut vZ6'EL Aunba ssapjoyaseys 
gZ Lb BE Ze SOL Z9 v6 1 blz v8 7LZ S9BJeYD p2J9}9q 
OZE 619 v1S €SS v9 GSZ 900'L 9re'l €Z6'L 009‘ sjasse JUdIIN-) 
al! LE €8 901 79S'1 TZ CZ ZZ €Z LLL S}UDLUISAAU| 
ZLS‘E LI9'€ 86L'b 909'r €90'S 8Sb'S ZSL'9 €BL'Z 9SS'Z 8etr’s uonedesdap payejNnuNndVy 
cl9’'bL $ = ve9GL $= oBBB‘9L $ =6EDL'BL $= L6'EL $ 9z0'ez $ = ESZ’Z7 $~—SOL BOGE $ = 9Z9'HE $= (978th $ jue|d auoydaja| 
(Spuesnoy} ul) L€ ‘90q 3e UOl}ISOg JeIUBUIY 
L961 8961 6961 0261 LZ61L 7Z61L €Z6L rZ6l SZ6L 9Z6L 


MaAlAda NI SYV4A JHL 


Printed in P.E.1. 


THE ISLAND TELEPHONE COMPANY LIMITED 


DIRECTORS 


* A. Gordon Archibald 
Chairman of the Board 
Maritime Telegraph & Telephone Co., Ltd 


*Walter C. Auld 
Executive Vice-President 
The Island Telephone Company Limited 
Charlottetown, P.E.I. 


*Ivan E. H. Duvar 
Chairman of the Board 
& President 
The Island Telephone Company Limited 
Charlottetown, P.E.I. 


Charles J. Fraser 

President 

Montague Drive-In Theatre Ltd. 
Montague, P.E.I. 


* Edward J. Hicks 
Vice-President (Finance) 
The Island Telephone Company Limited 
Charlottetown, P.E.1. 


John J. Howatt 
President 

Darlington Farms Ltd. 
Darlington, P.E.I. 


William Hebert C. Leavitt 
President 

The Leavitt's Maple Tree Craft 
Alberton, P.E.I. 


* Horace R. MacFarlane 

Vice-President 

The Prince Edward Island Bag 
Company, Limited 

Summerside, P.E.lI. 

*Percy J. Smith 

Vice-President 


Great Eastern Corporation Ltd. 
Halifax, N.S. 


*Member Executive Committee 


OFFICERS 


Ivan E. H. Duvar 
Chairman of the Board 
& President 


Walter C. Auld 
Executive Vice-President 


Edward J. Hicks 
Vice-President (Finance) 


Donald R. Livingstone 
General Manager 


David S. Inkpen 
Comptroller 


Donald B. Quinn 
Secretary- Treasurer 


James L. Cameron 
Assistant Secretary & 
Staff Supervisor Operations 


OPERATIONS 


Mrs. K. M. Frizzell 
Operator Services Manager 


S. L. Godfrey 
Plant Supervisor — Installation & Repair 


A. E. Holland 
Plant Supervisor 
Trunks & Switching 


Raymond Livingstone 
Plant Supervisor — Construction 
And Buildings, Vehicles and Supplies 


D. W. McLane 
Commercial Manager 


P. A. Trainor 
Engineering Supervisor — 
Outside Plant 
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